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begins, a salaried officer or employee
of any bank or association in the Sys-
tem.

(b) No bank or association director
shall be eligible to continue to serve in
that capacity and his or her office shall
become vacant if after election as a
member of the board, he or she be-
comes legally incompetent or is con-
victed of a felony or held liable in dam-
ages for fraud.

(c) No bank director shall, within 1
year after the date when he or she
ceases to be a member of the board,
serve as a salaried officer or employee
of such bank, or any association with
which the bank has a discount or agent
relationship.

(d) No director of an association
shall, within 1 year after he or she
ceases to be a member of the board,
serve as a salaried officer or employee
of such association.

[53 FR 50392, Dec. 15, 1988, as amended at 54
FR 37095, Sept. 7, 1989]

§ 611.320 Impartiality in the election of
directors.

(a) Each System institution shall
adopt policies and procedures that are
designed to assure that the elections of
board members are conducted in an im-
partial manner.

(b) No employee or agent of a System
institution shall take any part, di-
rectly or indirectly, in the nomination
or election of members to the board of
directors of a System institution, or
make any statement, either orally or
in writing, which may be construed as
intended to influence any vote in such
nominations, or elections. This para-
graph shall not prohibit employees or
agents from providing biographical and
other similar information or engaging
in other activities pursuant to policies
and procedures for nominations and
elections. This paragraph does not af-
fect the right of an employee or agent
to nominate or vote for directors of an
institution in which the employee or
agent is a voting member.

(c) No property, facilities, or re-
sources of any System institution shall
be used by any candidate for nomina-
tion or election or by any other person
for the benefit of any candidate for
nomination or election, unless the
same property, facilities, or resources

are simultaneously available and made
known to be available for use by all de-
clared candidates.

(d) No director, employee, or agent of
a System institution shall, for the pur-
pose of furthering the interests of any
candidates for nomination or election,
furnish or make use of records that are
not made available for use by all de-
clared candidates.

(e) No System institution shall dis-
tribute or mail either directly or at the
expense of the institution, any cam-
paign materials for director can-
didates. Institutions shall request bio-
graphical information from all de-
clared candidates who certify that they
are eligible, restate such information
in a standard format, and distribute or
mail it with ballots or proxy ballots.

§ 611.330 Confidentiality in the elec-
tion of directors.

(a) Each System institution shall
adopt policies and procedures that as-
sure that all information regarding
how or whether individual stockholders
have voted and all materials such as
ballots, proxy ballots, election records,
and other relevant documentation re-
lated to the votes of stockholders shall
be held in strict confidence. Such infor-
mation and materials shall not be dis-
closed to any person, except as re-
quired by the Farm Credit Administra-
tion in the event an election is con-
tested, or otherwise.

(b) Except as provided in this para-
graph, System institutions shall not
use ballots or proxy ballots that must
be signed by the stockholder or that
contain an identifying character or
mark that can be used to identify how
an individual stockholder’s vote is
cast. Institutions may adopt proce-
dures which require the stockholders
to sign or otherwise verify their eligi-
bility to vote on an envelope which
contains a marked ballot in a sealed
envelope. Institutions may also use
signed proxy statements or eligibility
certificates which will accompany a
ballot or instructions on how to vote
the proxy in a separate sealed enve-
lope. Where the identity of the voting
stockholders is necessary to determine
the voting weight of ballots, the insti-
tution shall use a form of identity code
on the ballot and shall require that the
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votes are tabulated by an independent
party.

(c) When an institution receives a
ballot by mail or at a meeting, the vote
of such stockholder shall be final.
When proxy voting is permitted, a
stockholder voting by proxy may re-
voke the proxy prior to balloting at the
stockholders meeting.

§ 611.340 Security in the election of di-
rectors.

(a) Each System institution shall
adopt policies and procedures that as-
sure the security of all records and ma-
terials related to the election of board
members including, but not limited to,
ballots, proxy ballots, and other relat-
ed materials.

(b) Bank and association procedures
shall assure that ballots and proxy bal-
lots are provided only to stockholders
who are eligible to vote.

(c) Ballots and proxy ballots shall be
physically safeguarded before the time
of distribution or mailing to voting
stockholders and after the time of re-
ceipt by the banks and associations
until disposal. Ballots, proxy ballots,
and election records shall be retained
until the end of the term of office of
the director and promptly destroyed
thereafter.

(d) The election procedures of each
institution shall provide for the estab-
lishment of a tellers committee or
other designated group of persons
which shall be responsible for validat-
ing ballots and proxies and tabulating
election results. An institution and its
officers, directors and employees shall
make no public announcement of the
results of an election before the tellers
committee or other designated persons
have validated the results of the elec-
tion.

Subpart D—Rules for
Compensation of Board Members
§ 611.400 Compensation of bank board

members.
(a) Farm Credit System banks are

authorized to pay fair and reasonable
compensation to directors for services
performed in an official capacity at a
rate not to exceed the level established
in section 4.21 of the Farm Credit Act
of 1971, as amended, unless the FCA de-

termines that such a level adversely af-
fects the safety and soundness of the
institution.

(b) The bank director compensation
level established in section 4.21 of the
Act shall be adjusted to reflect changes
in the Consumer Price Index (CPI) for
all urban consumers, as published by
the Bureau of Labor Statistics, in the
following manner: Current year’s maxi-
mum compensation = Prior year’s max-
imum compensation adjusted by the
prior year’s annual average percent
change in the CPI for all urban con-
sumers. Adjustments will be made to
the bank director statutory compensa-
tion limit beginning from October 28,
1992 (the date of enactment of the
Farm Credit Banks and Associations
Safety and Soundness Act of 1992). Ad-
ditionally, each year the FCA will dis-
tribute a bookletter to all FCS banks
that communicates the CPI adjusted
bank director statutory compensation
limit.

(c) A waiver of the compensation lim-
itation prescribed by section 4.21 of the
Act may be granted under exceptional
circumstances as approved on a case-
by-case basis by the FCA. However, the
FCA shall not grant a waiver that al-
lows a bank to pay any director in ex-
cess of 30 percent more than the statu-
tory maximum compensation as deter-
mined in accordance with paragraph (b)
of this section. A waiver approval shall
precede any payments by the bank to
its director(s) that exceed the maxi-
mum limitation determined in para-
graph (b) of this section. A bank seek-
ing a waiver shall provide the FCA
Chairman with a written request that:

(1) Describes and explains the excep-
tional circumstance(s) that the bank
believes necessitates a waiver of sec-
tion 4.21 of the Act;

(2) States the amount and the terms
and conditions (if any) of the proposed
compensation level for each director
that would exceed the statutory maxi-
mum determined in accordance with
paragraph (b) of this section; and

(3) Justifies the compensation level
of each director that would exceed the
statutory limitation based on the ex-
traordinary time and service devoted
to bank business.

The FCA shall respond to written re-
quests within 60 days of receipt of the
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